The ESE exhibits seasonalities in stock return patterns.
II. LITERATURE REVIEW Stock Market Anomalies
In recent years, efficient market theory has been challenged with the detection of systematic patterns in 3stock price changes. Rozeff and Kinney (1976) observed statistically significant differences in mean returns among months due mainly to large January returns. The mean monthly return in January, over the sample period, was 3.48 percent whereas the mean monthly return from February to December was 0.68 percent. Banz (1981) examined the relationship between the stock return and market value of common stocks and found that smaller firms had higher average risk-adjusted returns than larger firms. Brown, Kleidon and Marsh (1983) found a relation between excess returns and firm size which was linear in the logarithm of size.
However, these ex ante excess returns attributable to size were not constant through time. Keirn (1983) noted that daily abnormal return distributions in January have large means relative to the remaining 11 months. Berges, McConnell and Schlarbaum (1984) examined monthly stock returns in Canada and noted that January returns in Canada exceeded returns for other months of the year before and after the introduction of a capital gains tax in 1973.
The tax-Ioss-selling hypothesis has been offered as an explanation for the turn of the year effect. The small-firm effect has been suggested as another explanation for this phenomenon. Ariel (1987) indicates that the monthly pattern of stock index returns exhibits positive average riskadjusted returns only around the beginning and during the first half of calendar months. Average returns during the second half of calendar months were zero. The magnitude of the monthly effect in stock returns was found to be of the same order as that of the weekend effect. Penman (1987) analyzed the distribution of earning news over time and seasonalities in aggregate stock returns.
Returns on stock market indexes were on average higher during the first half-month of calendar quarters two through four than at other times. Further, corporate earnings news released during these half-month periods tended to be good. French (1980) noted that the average return for Monday was significantly negative while the average return for the other four days of the week was positive. Jaffe and Westerfield (1985) examined the daily stock market returns for the U.S., Japan, Canada, U.K. and Australia.
They observed a weekend effect in each country. Japan and Australia showed the lowest mean returns on Tuesday. A significant independent seasonal in the return distributions of each country was observed.
This pattern was independent of the weekend effect in the
U.S.
Neither measurement error nor settlement procedures was considered responsible for the weekly seasonal in stock market returns. Moreover, the seasonals found in foreign exchanges did not offset the seasonal in the foreign markets. Sharma (1983) The empirical tests of stock index behavior on the BSE examine the systematic pattern of stock returns.
These tests were conducted using changes in the stock index expressed in terms of the natural logarithm.
Changes in the stock index are defined as:
The first differences of natural logarithms provide the continuously compounded yield.
Turn of the Year Effect
The hypothesis for the test of the monthly return pattern is:
H,: The mean returns for each month are equal.
Model:
where R i t = the changes of In (Index) for the BSE Index during time t.
D j is the dummy variable with j 1,2, ... , 12.
6
Turn of the Month Effect An F test was used to examine if weekly returns within a month exhibit any particular patterns. The hypothesis of the test is:
H 2 : There is no difference among the weekly returns within each month.
Model: H 3 : There is no difference among the daily returns within each week.
where D lt = 1 if the returns are on Monday in period t o otherwise !lli = the mean returns on Monday for the ESE Index
In summary, seasonalities on the BSE were examined using regression models that test for turn of the year, turn of the month and turn of the week effects.
IV. EMPIRICAL RESULTS
The results of the tests covering the period 1979-1990 are provided in this section. Parametric and nonparametric tests will be used in this study to validate results. The Kruskal-Wallis test is 7 nonparametric and tests the null hypothesis that the mean returns are equal against the alternative that they are not. Penman (1987) , Baruch and Penman (1990) and Chambers and Penman (1984) In summary, this study shows some interesting similarities of the BSE and the NYSE. It also exposes the dissimilarities. The weekend effect is observed in both markets, albeit in a limited sense on the BSE. The pattern of daily returns is similar in both markets.
Turn of the Year Effect

Turn of the Week Effect
Institutions dominate trading on the NYSE and the BSE.
The BSE and the NYSE appear to be segmented. 
